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FOREIGN MINISTRY HOLDS WEEKLY NEWS BRIEFING 


Soviet Border Talks Announced 


0W221003 Beijing XINHUA in English 0958 GMT 22 Jul 87 


[Text! Beijing, July 22 (XINHUA) -- It is agreed between China and the Soviet Union 
that the second round of Sino-Soviet boundary talks will be held in Beijing beginning 
from August 7. 


A Foreign Ministry spokesman announced this at the weekly news briefing here this 
afternoon. 


Missiles in Tibet Denied 
0W221022 Beijing XINHUA in English 1012 GMT 22 Jul 87 


[Text] Beijing, July 22 (XINHUA) -- A Chinese Foreign Ministry spokesman said here 
this afternoon that a recent Indian newspaper report about China deploying medium-range 
missiles in Tibet against India and the so-called death of a large number of Tibetans 
is nothing but a fabrication concocted with ulterior motives not worth refuting at all. 


The spokesman made the remark at a weekly press briefing when asked to comment on a 
report in the Indian press on July 14. 


The report alleged that China had deployed in Tibet medium-range missiles directed 
against India and a large number of Tibetans have died in prisons and labor 
concentration camps. 


Indian Separatist Links Denied 
0W221032 Beijing XINHUA in English 1021 GMT 22 Jul 87 


[Text! Beijing, July 22 (XINHUA) -- A Chinese Foreign Ministry spokesman today 
described an Indian leader's statement about the so-called China's connections with the 
separatists and anti-government movements in India as “utterly groundless." 


Speaking at the weekly news briefing here this afternoon, the spokesman stressed that 
China never interferes in the internal affairs of other countries. 


"The Indian leader's statement about the so-called China's connection with the 
separatists and anti-government movements in Assam Pradesh and other areas of India is 
utterly groundless and his intention behind it is hard to understand," he said. 


Referring to the remarks of the Indian minister of state for home affairs that an 
increasing number of Chinese weapons were recently being transported to India, the 
spokesman said, "We do not have the slightest idea of what he mentioned." 
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GENERAL 
PRC DISARMAMENT DELEGATE ON BANNING SPACE WEAPONS 
OW211816 Beijing XINHUA in English 1744 GMT 21 Jul 87 
[Text] Geneva, July 21 (XINHUA) -- Keeping outer space free of weapons is a matter of 


major importance that concerns the security of the people of all countries, China's 
chief delegate told the Geneva disarmament conference today. 


The superpowers arms race in space “has aroused grave concern in the international 
community, chief dzlegate Fan Guoxiang said at the Geneva conference's summer session. 


Although the United States and the Soviet Union are negotiating, they ha not been 
able to make any substantive progress in banning space weapons, Fan said. 


"What they are seeking is a timetable based on their respective needs for the 
development of space weapons rather than a true prohibition of all types of space 
weapons," China's delegate observed. 


As the only countries now able to develop and deploy space weapons, the superpowers 
“ought to assume special responsibility for halting the arms race in outer space," Fan 
added. 


They must promise "not to develop, test and deploy space weapons," and negotiate an 


international agreement on the complete prohibition of space weapons." 
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WASHINGTON TIMES FABRICATION S ON TIPET REFUTED 


0W201754 Beijing XINHUA in English 1737 GMT 20 Jul 87 


[Text] Washington, July 20 (XINHUA) — A Washington-based Chinese diplomat has written 
a letter to THE WASHINGTON TIMES, expressing his strong indignation" over an article 
carried by the newspaper which distorts the reality in Tibet, an autonomous region of 
China. 


The letter, written by Qian Yongnian, minister-counsellor of the Chinese Embassy to the 
United States, appeared in today's “letters to the editor column" of THE WASHINGTON 


TIMES. 


Qian said that Miss Maxine Pollack's article entitled "China Rules With Iron Fist in 
Annexed Land of the Snows'" which appeared in THE TIMES July 13 contained "a lot of 
groundless charges and fabrications" and is designed to create misunderstanding and 
confusion among the American public. 


Refuting the so-called annexation of Tibet by China, Qian said it is a historical fact 
that Tibet has always been an inalienable part of Chinese territory. As early as 
during China's Yuan dynasty between the years 1271 and 1368, Tibet officially became a 
part of China, and "this is a fact which has never changed despite changes of dynasties 
and regimes both in Tibet and the rest of China." 


The fact that Tibet is a part of China “is universally recognized by the world, 
including the Governments of the United States and India," he added. 


As to the allegation that "1.2 million Tibetans have died of ‘unnatural causes“, Qian 
said that in 1951, the population on the Tibetan plateau was only about 1.2 million. 
If the author's allegation were true, "the Tibetan population would have long been 
totally wiped out," Qian said. 


He also rejected the assertion that in central Tibet “there may be as many as 100,000 
political prisoners." The fact, he said, is that there are no political prisoners 
anywhere in China, including Tibet. "We only have criminals. Moreover, the crime rate 
in China is only 0.53 per thousand people, representing perhaps the lowest in the 
world," he wrote. 


On the allegation of Sinocizat ion“ in Tibet, the diplomat said the number of Han 
people in Tibet is only about 76,000, most of whom are engaged in economic development 
programs. They went to Tibet to aid and support economic and social development 
programs so as to help raise the living standard of the Tibetan people, he said. 


On the border situation between China and India, Qian said it is true that there are 
some tensions along some sections of the border, but they are not created by China. 


He said China sincerely wishes to maintain peace and stability along the Sino-Indian 
border and wants to have good relations with her southern neighbour. 


It is China's position that the Sino-Indian boundary question be solved through 
peaceful negotiation in a spirit of mutual understanding and mutual accommodation, he 


said. 
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KYOTO MEMORIAL TO ZHOU ENLAI COMPLETELY REPAIRED 


0W211154 Beijing XINHUA in English 1152 GMT 21 Jul 87 


[Text! Kyoto, Japan, July 21 (XT NMHUa) -- A ceremony was held here to mark the 
completion of repairs to the monument to China's late leader Zhou Enlai, which was 
vandalized late last month. 


Representatives from both China and Japan praised Zhou's contributions to Sino-Japanese 
friendship and condemned the desecration of the tablet which featured one of his poems. 


The monument located in a Kyoto City park was splashed with red paint and parts of the 
characters on it were chipped off with hammers at dawn on June 25. 


CORRECTION TO ARTICLE ON SINO-JAPAN RELATIONS 


The following correction pertains to the item headlined "Sino-Japanese Relations 
Commemorated, Praised," published in the 16 July China DAILY REPORT, page D 4: 


Paragraph two, lines thirteen and fourteen:...that compared with economic issues, the 
two problems discussed above are more important...(correcting translation) 
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FRONTIER GUARDS DEFEND BORDER AGAINST SRV FORCES 


OW220840 Beijing XINHUA in English 0829 GMT 22 Jul 87 


[Text! Beijing, July 22 (XINHUA) — Chinese frontier guards at the Yunnan and Guangxi 
borders have successfully defended people in border areas and their property by 
repulsing 4,200 armed incursions by Vietnamese troops since 1979, according to military 


sources. 


According to statistics, between 1979 and 1986, Vietnamese troops conducted 10,370 
incidences of provocation along Chinese borders at Yunnan and Guangxi, firing more than 
one million shells. 


Between 1981 and 1986, Vietnamese troops fired more than 55,000 shells along the 
Guangxi border alone, killing and wounding about 400 Chinese civilians. And 20 Chinese 
fishing ships were also attacked by Vietnamese troops. 


Chinese frontier guards at the Fakashan, Koulinshan, Laoshan and Zheyinshan froats in 
Yunnan and Guangxi have repulsed the incursions and harassing attacks by Vietnamese 
troops, killing numerous invaders and destroying cannons, ammunition depots and defense 
works in Vietnam. 


Over the past few years, more than 100 units and individual soliders have been awarded 
by the Central Military Commission and military area commands for their heroism in 
defense of the Chinese borders. 


PRC, AUSTRALIA LAUNCH JOINT VENTURE IN HEBEI 


0W220730 Beijing XINHUA in English 0626 GMT 22 Jul 87 


[Text! Shijiazhuang (CEI) -- A Sino-Australian joint venture to produce plastic gas 
pipes, called the Chinaust Plastic Corporation Limited, was established in Zhuozhou, 


Hebei Province this month. 


The three partners are Lingyun machinery factory under China North Industries 
Corporation, Australian Industrial Pipe System Private Limited and Esdan Flavel Pty 
Limited. 


After it starts production next year, it will mainly manufacture expandable star plugs, 
clear polyethlene pipes, reinforced pipes, reinforced nylonpipes, pvc reinforced pipes 
and nylon gas pipes. It will also develop new plastic products. 


The total investement is two million U.S. dollars, half from the Chinese and half from 
the Australians. The contract term is 20 years. 


According to the agreement, the corporation will buy machines from China, Australia, 
Federal Germany and Italy, and introduce a production line from the two Australian 


companies. 


So far, China does not have an enterprise to produce plastic gas pipes. The 
corporation will produce 1,530 tons of plastic pipes a year and earn back the total 
investment two years after operation. 


CHI 22 Jul 87 INTERNATIONAL AFFAIRS F 1 
NEAR EAST & SOUTH ASIA 


XINHUA ROUNDUP COMMENTS ON KUWAITI SHIP ESCORTS 


0W211840 Beijing XINHUA in English 1611 GMT 21 Jul 87 


[Roundup : Kuwait Seeking Support for its der ser Escort Program — by Huang 
Jianming" -- XINHUA headline] 


[Text! Kuwait, July 21 (XINHUA) — With U.S. Navy warships archored just outside the 
Strait of Hormuz ready to escort re-registered Kuwaiti oil tankers amid mounting 
tension in the Gulf, Kuwait is still trying to rally international support for its 
steps to keep oil moving through the Gulf. 


Kuwaiti Crown Prince and Prime Minister Shaykh Sad al-Abdullah told a press conference 
Monday that Kuwait's moves to re-register its oil tankers in friendly countries or 
leasing other ships are “not a provocation to anyo e, nor are they directed at anyone." 


The prime minister's statement came after Iran charged that Kuwait's play for 
superpower protection for its ships was directed at Iran, which has been at war with 
Iraq since September 1980. 


Iran's Minister of the Revolutionary Guards Corps Mohsen Rafiq-Dust said Sunday Iran is 
ready to fight a war with the U.S. in the Gulf. He also warned that Kuwait will be the 
first sacrifice in a war. 


Some Arab and Gulf countries also expressed concern over superpowers’ involvement in 
the Gulf. The superpowers claim their naval build-up in the region is to maintain free 
navigation in the vital waterway. 


Kuwait argues that its actions are purely commercial transactions. "Kuwaiti measures 
are not an attempt to iure or involve anyone and do not constitute an invitation to 
foreign intervention in the Gulf, Kuwait's prime minister said. 


Since May 1981 when Iraq and Iran began attacking vessels in the Gulf, more than 330 
merchants ships have been hit. More than 50 commercial vessels sailing to and from 
Kuwaiti ports have been attacked. Fleven of the ships belonged to Kuwait. 

Iran has attacked Kuwaiti ships on the ground that the tiny Arab nation supports Iraq. 


Iran's attacks have not only threatened the country's security, but also hurt its oil 
exports which use the Gulf to get to world markets. 


Kuwait's oil output, now some 996,000 barrels a day, is its only source of export 
income. 


To protect that revenue, Kuwait asked the superpowers in April to lease or re-register 
its tankers, and make them eligible for superpower protection. 
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The Soviet Union has leased three tankers for Kuwait and started operations in May. 
The United States has completed the procedures necessary to fly American flags on 11 
Kuwaiti tankers and its warships are scheduled to start escort duties on Wednesday. 


Kuwait has reiterated it would not offer any naval or air bases in its territory to any 
party. It launched meanwhile a wide-ranging diplomatic drive last month in an effort 
to contain the deteriorating situation in the Gulf. 


Deputy Premier and Foreign Minister Shaykh Sabah al-Ahmad toured Gulf states in late 
June. Later, Kuwait's Amir Shaykh Jabir al-Ahmad al-Sabah sent envoys to deliver 
messages explaining Kuwait's stance to leaders or more than 20 Arab and Islamic 
countries. 


Most of those responded by supporting Kuwait's effort to protect its commercial 
interests. 


At an early June meeting, the foreign ministers of the Gulf Cooperation Council (GCC) 
reiterated support for Kuwait and said the six members will unite to confront foreign 
aggression against any member. 


Saudi Arabia, a GCC member along with Kuwait, Bahrain, Qatar, the United Arab Emirates 
and Oman, has sent three minesweepers to help remove Iranian mines believed to be in 
the waterlanes leading to Kuwaiti ports. 


As the stage is finally set for superpower participation, diplomatic sources here said 
that the situation in the Gulf will become more dangerous and complicated. This is in 
spite of resolution on Iran-Iraq war passed by U.N. Security Council last night. The 
resolution called for an immediate ceasefire and withdrawal of all forces to 
internationally recognized boundaries. 


Observers believe Kuwait is now trying to focus world attention on the Gulf situation 
in the hope that the international community would help reduce tension there. Kuwait 
is also trying to avoid the serious consequences from possible conflicts involving 
superpower escort. 


IRANIAN DEPUTY PRIME MINISTER MEETS DELEGATION 


0W211556 Beijing XINHUA in English 1529 GMT 21 Jul 87 


[Text! Tehran, Jul 21 (XINHUA) -- Ahmad Dargahi Iranian deputy prime minister and 
director of the sports organization, met with the Chinese sports delegation led by Li 
Menghua, minister of the Chinese State Physical Culture and Sports Commission here this 
afternoon. 


The Chinese delegation arrived here earlier today for a three-day visit to the country. 
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FRG'S KOHL ASSESSES VISIT, OPEN POLICY 


0W211553 Beijing XINHUA in English 1521 GMT 21 Jul 87 


[Text]! Kathmandu, July 21 (XINHUA) — Federal German Chancellor Helmut Kohl said here 
today that he had brought back a good message from Beijing that China would continue 
its open policy. 


Kohl made the remarks at a news conference here this afterncon about his just concluded 
visit to China. He told the newsmen that his prediction“ was that the forthcoming 
National Congress of the Chinese Communist Party “will confirm and wi'‘i continue the 
policy of opens. 


He added that the policy would be supported by the decisions that are going to be taken. 
“For ne, he said, “this is a good message which I have brought back from Beijing." 


Referring to his visit to the Tibet Autonomous Region of China he said that his 
impression is that Tibet benefits from the overall policies of the central government. 


Kohl told the newsmen that, in his talk with King of Nepal Birendra yesterday evening, 
the king has underlined Nepal's foreign policy and security policy and Nepal's 
intention to make contributions toward safeguarding peace. 

Kohl said that it was their common objective to intensify German-Nepalese relations. 
Kohl arrived here on July 19. He also had talks with Nepalese Prime Minister Marich 
Man Singh Shrestha on bilateral, regional and world issues yesterday. He had visted 
some historical and tourist places in the Kathmandu valley. 


The chancellor and his party is scheduled to leave here for home tonight. 
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BRAZILIAN ECONOMIC-TRADE EXHIBITION OPENS 


0W211456 Beijing XINHUA in English 1443 GMT 21 Jul 87 


[Text! Beijing, July 21 (XINHUA) — Brazil, China's leading trade partner in Latin 
America, opened an economic and trade exhibition here today. 


On display are equipment and technology relating to aviation, energy, machinery and 
household electrical appliances as well as exhibits featuring the production of steel, 
motor vehicles and petrochemicals. 


Participating are seven big Brazilian companies, including Petrobras, the largest firm 
in Latin America and Siderbras, the government-run steel company. 


A speech at the opening ceremony, Paulo Da Costa Franco, Brazilian Ambassador to China, 
said the exhibition will promote bilateral relations between China and Brazil and set a 
good example for the South-South cooperation. 


Also present at the ceremony were Zhang Haoruo, vice minister of foreign economic 
relations and trade and Jia Shi, president of the China Council for the Promotion of 
International Trade. 


Trade between the two countries has grown quickly in the past few years. Bilateral 
trade totalled 1 billion U.S. dollars last year. 


The five-day exhibition was co-sponsored by the Foco-Fairs, Exhibition and Congresses 
Ltd. of Brazil and the China Council for the Promotion of International Trade. This is 
the third time Brazil has held such an exhibition in China. 


ECONOMIC COOPERATION ACCORD SIGNED WITH GRENADA 


0W161128 Beijing XINHUA in English 1114 GMT 16 Jul 87 


[Text] Beijing, July 16 (XINHUA) -- An agreement on economic and technological 
cooperation between the Chinese and the Grenadian Governments was signed here today. 


Chinese State Councilor and Foreign Minister Wu Xueqian and Grenadic:; Minister of 
External Affairs Ben Joseph Jones signed the agreement on behalf of their respective 
governments. 
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ZHAO ZIYANG, OTHERS MEET SCIENTISTS AT BEIDAIHE 


0W220213 Beijing XINHUA Domestic Service in Chinese 1552 CMT 21 Jul 87 
{By reporter Li Derun] 


[Text] Beidaihe, 21 Jul (XINHUA) — At the invitation of the party Central Committee, 
a group of middle-aged scientists, who made tremendous contributions to the development 
of the four modernizations program, and their spouses spent a vacation at Beidaihe, a 
scenic resort for convalescence and tourism. At 1730 on 20 July, Zhao Ziyang, Wan Li, 
Fang Yi, Yang Shangkun, Hu Qili, Bo Yibo, Zhang Aiping, Song Jian, and other leading 
comrades cordially met and extended greetings to scientific and technological workers 
working hard in various fields of endeavor. 


These experts have fought courageousiy in China's scientiiic and technological field, 
and dedicated themselves to the cause of science and technology. They are: nuclear 
physicist Hu Renyu, well-known liver cancer specialist Tang Zhaoyou, oil extraction 
specialist Wang Demin, satellite designer Min Guiroag, aircraft designer and kinetics 
specialist Gu Tongfen, China's thermal energy engineering specialist Ni Weidou, 
semiconductor specialist Ye Disheng, satellite and missile control specialist Wu 
Zhizhong, radar design specialist Wang Xiaomo, coal mining technology expert Li 
Chengdong, vegetable growing specialist Li Guilian. submarine design expert Xu Junlie, 


composite dynamite specialist Jiang Chengwei, an- er technology expert Ma Songde. 
Zhao Ziyang and other central leading comrade. «arm:y shook hands with the scientists 
and their family members, posed for a group pict “wd had dinner with them. 


This was the first time scientists specializing in natvral sciences and engineering, 
who have made tremendous contributions to the state, an their spouses have been invited 
by the party Central Committee to spend a vacation at Beidaihe. his reflects the 
concern of the party Central Committee for the broad masses of intellectuals and 
scientific and technological workers. It will definitely encourage the broad masses of 
intellectuals, scientists, and engineers to work harder than ever to scale the 
pinnacles of science and technology. and further spur the whole party to attach 
importance to people of ability, and pay attention to the role of science and 
technology in developing the national economy and national defense. 


COMMENTATOR ON DENG, ZHAO SPEECHES ON REFORM 


HK220610 Beijing CHINA DAILY in English 22 Jul 87 p 4 
{By CHINA DAILY commentator: “The Orientation") 


{Text} A 1980 speech on Party ang State leadership reform by Deng Xiaoping was 
recently published in the Chinese press. Ten days later another speech summing up 
China's development in the last six months, made by the Party's Acting General 
Secretary Zhao Ziyang in May, was also made public. Both have draw nationwide 
attention because the two leaders stressed the importance of political reforms as well 
as carrying on with <conomic reforms and the open policy. 


Mi eh the Party's 13th National Congress only a few months away, the speeches spell out 
some of the themes to be discussed. 
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Only [as published] July 14, Deng told visiting Chancellor Helmut Kohl of the Federal 
Republic of Germany that the party Congress will discuss and reaffirm the policy of 
economic reforms -- including opening to the world and beefing up the domestic 
economy. At the same time, the reform of China's political structure will be on the 
agenda. Derg also pointed out that another main task of the Congress is to make the 
Party and State leadership relatively young by injecting new blood into government and 
Party organizations. Moreover, strengthening socialist democracy and the legal system 
is said also to be on the agenda. 


On the basis of long experience in building socialism in China, Deng, in his speech of 
seven years ago, pinpointed the problems in the existing political structure and 
proposed his solutions. His ideas in that area now constitute the guidelines for 
political and administrative reforms. 


Now that the economic reform is going deeper and socialist construction is developing 
to a new level, the incompatibilities of the political structure are becoming 
increasingly apparent. Unless changes are made in the political structure, new 
breakthroughs in economic reform will be difiicult. The actions being taken to combat 
bureaucracy and corruption on the part of government and Party functionaries appear to 
be a prelude to full-scale political reform, which though it will take some time to 
achieve, will certainly boost efficiency and set in motion people's initiative at the 
grass-roots level to expedite modernization. 


A major step in political structural reform will be to separate economic management 
from government administration. The institution of the factory director responsibility 
management system is gaining momentum all over the country. Factories that have 
adopted it now number 36,000. This new system enables the director to have greater 
decisionmaking powers in production and business operations, thereby improving the 
economic performance of the enterprise. 


Meanwhile, the election of delegates to the next people's congresses at the country and 
township levels has been finished in 19 of China's 29 provinces, autonomous regions and 
municipalities. Concrete measures are in place for the delegates to better exercise 
their supervisory power over government departments at various levels. Though just a 
beginning, these are steps towards widened democracy. 


People are reassured when China's leaders, including Deng, reiterate that reform and 
the open policy will not be reversed. On the contrary, they will be upheld and their 
implementation accelerated. 


In his May speech, Zhao emphasized that long-term character of the fight against 
bourgeois liberalism. However, he said the methods employed are chiefly positive 
education rather than a political campaign. Moreover, this struggle should not be 
allowed to interfere with the reform or the open policy. He also stressed the 
indispensability of reform to China's development. It sounded paradoxical when Zhao 
warned that rejection of reform would help foster bourgeois liberalism among the 
people. Yet it is true that without reforms, productivity will continue to grow slowly 
at best on even remain stagnant, and this can in no way demonstrate the superiority of 
the socialist system and win the people's support. Under these circumstances, little 
wonder that bourgeois liberalism would find a market. 


In the months before the Party Congress, these two important speeches are welcome news 
for the people, giving them confidence in the future. 
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EDITORIAL DISCUSSES DENG'S SPEECH ON POLITICAL REFORM 


HK210755 Beijing HONGQI in Chinese No 13, 1 Jul 87 pp 13-17 
[Editorial: "A Programmatic Document Guiding China's Political Structural Reform“! 


[Text] The re-publication of Comrade Deng Xiaoping's speech at an enlarged meeting of 
the Political Bureau of the CPC Central Committee on 8 August 1980 at a time when we 
were commemorating the 66th anniversary of the establishment of the CPC has great 
significance. By applying the basic views of Marxism, this speech scientifically 
analyzed the history and status quo of the leadership system of our party and 
government and made a brilliant exposition on the necessity, purpose, and principle of 
the reform of the system of party and state. The reform of the system of party and 
state leadership we talk about here is in fact political structural reform. The speech 
has provided us with basic guidance for conducting political structural reform and is a 
programmatic document guiding China's political structural reform. 


Comrade Deng Xiaoping explicitly pointed out in his speech: "The purpose of reforming 
the system of party and state leadership and other systems is to take full advantage of 
the superiority of socialism and speed up China's modernization." In order to give 
full play to the superiority of the socialist system, we must treat whether it can 
rapidly develop social productive forces economically, fully develop people's democracy 
politically, and train a large number of outstanding people with professional knowledge 
who can serve socialist modernization organizationally as a criterion for testing 
whether various systems of the party and state are perfect. This clearly points out a 
direction for China's political structural reform. 


Conducting political structural reform; building a socialist political system with a 
high degree of democracy, sound legal system, and efficiency; and perfecting a 
socialist political system are extremely important component parts of building 
socialism with Chinese characteristics. Just as economic structural reform is 
self-improvement of the socialist economic system, political structural reform is 
self-improvement of the socialist political system. The political system we want to 
reform is not the fundamental political system of socialism, but the specific political 
system and concrete systems. Through self-regulation, self-transformation, and 
self-development of the socialist system and relying on the strength of socialism 
itself, it aims at overcoming various defects so as to better persevere in the 
fundamental system of socialism and give full play to the superiority of socialism. 
Therefore, in political structural reform, we can of course make use of some reasonable 
elements of the political system in capitalist countries, but cannot treat the 
political system of the western bourgeoisie as the standard one and cannot mechanically 
copy their practice of "division of three powers," “parliamentary system," and the 
“bipartisan system." 


Building socialist democracy is the central point and general orientation of the 
political structural reform. A high degree of democracy is one of the great targets 
for socialism. Only by allowing millions upon millions of broad masses to actively 
participate in management of state affairs, economic affairs, and social affairs and by 
democratizing management of these affairs, is it possible to bring into full play their 
creativity and promote rapid development of the socialist cause. China's Constitution 
has stipulated a political target for building a socialist country with a high degree 
of democracy. [paragraph continues] 
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The purpose of conducting political structural reform is to turn this target into 
reality step by step, to continuously develop and perfect the content and form of 
socialist democracy, to democratize political life, economic management, and social 
life, to systematize and legalize socialist democracy, and to overcome bureaucracy. 
The concrete reflection of the superiority of socialist system is promoting development 
of social productive forces. For many years, we have failed to pay serious attention 
to the criterion of productive forces on the understanding of socialism. During the 
"Cultural Revolution,” we even criticized the so-called theory of the omnipotence of 
productive forces." We often treat things disadvantageous to rapid development of 
productive forces as what is indispensable in socialism and things that can be used in 
different social systems and are advantageous to rapid development of productive forces 
as capitalist things. We must thoroughly eradicate this old idea, attach great 
importance to the important criterion of developing productive forces, and deeply 
understand the political structural reform we are to conduct and other reform measures 
are to bring into better play the superiority of socialism and to promote quicker 
development of productive forces. 


In short, political structural reform must be advantageous to consolidating and 
improving the socialist system, to consolidating and strengthening people's democratic 
dictatorship, to fully developing people's democracy, to ensuring that all people 
really have the right to administer state and social affairs, to arousing people's 
enthusiasm, to consolidating and developing the lively political situation of stability 
and unity, and to bringing up a large number of outstanding people suited to the needs 
of building socialist modernization. In the final analysis, it must be advantageous to 
developing productive forces under the party's leadership and socialist system, to 
promoting prosperity and development of socialist economy, and to gradually and 
continuously improving people's livelihood on this basis. 


In his speech Comrade Deng Xiaoping deeply exposed the concrete reflection of the main 
defects in China's current political system and their harmfulness, made a penetrating 
analysis of the roots of these defects, and emphatically pointed out the necessity and 
importance of solving the problem by improving the system. 


China's original political system is one with an over-concentration of power which 
administers all political, economic, and cultural affairs. This political system with 
an over-concentration of power was basically suited to the political and economic 
conditions during the period of socialist transformation. However, along with changes 
in socialist political and economic conditions, the defects of the original political 
system have become and more distinct, and the main refections are: Over-concentration 
of power; substituting the responsibilities of the party for those of the government; 
failure to distinguish between the responsibilities of the party and those of the 
government; substituting the responsibilities of the government for the functions of 
enterprises; failure to distinguish between the responsibilities of the government and 
the functions of enterprises; overstaffed and overlapping administrative organs; 
bureaucracy; inefficiency; the patriarchal system; the practice of one person alone 
having the say; the lack of democracy; life tenure in leading posts; the patriarchal 
concept; substituting power for law; putting power above law; and people's lack of 
understanding about the legal system. All these defects have hampered or seriously 
hampered the displaying of the superiority of socialism, jeopardized the political life 
of the party and state, and inhibited the enthusiasm and creativity of the broad masses 
for building socialism. In view of this, Comrade Deng Xiaoping sharply pointed out: 
As for these defects, unless they are conscientiously reformed, we can hardly expect 
to meet the urgent needs of modernization and we are liable to become seriously 
alienated from the masses." [paragraph continues] 
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"Only when these defects are resolutely removed through planned, systematic, and 
thorough reforms will the people trust our leadership, our party and socialism. Then 
our cause will truly have a future of boundless promise. It must be admitted that in 
the 7 years since Comrade Deng Xiaoping published this speech, China has made great 
changes and much progress in political, economic, and cultural fields, and the previous 
defects in China's political system have been rectified to different extents. However, 
we must clearly realize that the problems in the political and ideological fields as 
referred to in the speech have not yet been thoroughly solved. In particular, the 
problems of overstaf fed and overlapping administrative organs, shifting 
responsibilities, failing to pay attention to efficiency, serious bureaucracy, 
appointing people by favoritism, establishing personnel connections and a patriarchal 
system, the practice of one person alone having the say, substituting power for law, 
and seeking privileges are all the more inharmonious to the rapidly developing economic 
situation and the situation of reform, opening up, economic invigoration, and are 
therefore more "intolerable." The recent serious conflagration in the forests of 
Daxinganling has not only exposed the serious harmfulness of bureaucracy, but also 
fully indicates the necessity and urgency of conducting political structural reform. 


For a long time in the past, we ued to solve problems in the political life inside and 
outside the party by relying on ideological education and on organization and 
discipline, but paid no attention to solving problems by improving the system. As the 
problem of the system was not properly solved, so ideological education cannot achieve 
expected results and all defects cannot be rectified thoroughly. While analyzing the 
phenomenon of bureaucracy, Comrade Deng Xiaoping deeply pointed out that bureaucracy is 
closely linked to the management system, with its over-concentration of power that we 
have practiced for a long time, and this system is the basic root of bureaucracy. 
Another root of bureaucracy is that the leading groups of our party and government 
organs, enterprises, and institutions have lacked for a long time strict administrative 
regulations and an individual responsibility system from the high to low levels, and 
lacked strict and clear stipulations on the scope of authority and responsibility of 
every administrative organ and individual. He also summed up our historical lessons, 
and the bitter lesson of “Cultural Revolution" in particular, pointing out: "It is 
true that the errors we made in the past were partly attributable to the way of 
thinking and style of work of some leaders. But they were even more attributable to 
the problems in our organizational and working systems. If these systems are sound, 
they can place restraints on the actions of bad people; if they are unsound, they may 
hamper the efforts of good people or indeed, in certain cases, may push them in the 
wrong direction, and that "the leadership and organizational systems are more 
fundamental, widespread and long-lasting, and that they have a greater effect on the 
overall interests of our country." Therefore, to overcome bureaucracy, the essential 
thing is to reform the system of party and state leadership, to establish a scientific 
and perfect system, to allow competent cadres to bring into play their role and remove 
incompetent cadres from their posts, and to prevent those seeking privileges from 
riding roughshod, so as to ensure normal operation of the machinery of the party and 
state and to promote healthy development of China's socialist modernization. 


In his speech Comrade Deng Xiaoping, in connection with the system reform, expounded in 
detail on the problem of eradicating the influence of feudal and bourgeois ideas. He 
not only deeply expounded on the close ties between various defects of China's current 
political system and feudal ideas, but also called for eliminating the remnant 
influence of feudal ideas with a practical and scientific attitude and by adopting 
correct methods. [paragraph continues] 
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He also pointed out that while eradicating the remnant feudal influence in the 
ideological and political field, we should not, in the slightest degree, relax and 
neglect criticism of bourgeois and petty bourgeois ideas and the criticism of extreme 
individualism and anarchism. All these important expositions have undoubtedly provided 
us with important theoretical guidance and an ideological weapon for conducting 
political structural reform. 


China experienced feudal rule for several thousand years. We conducted an 
anti-imperialist and anti-feudal new democratic revolution and thoroughly overthrew the 
reactionary rule of feudalism and the feudal system of landownership. "However, we did 
not complete the task of eliminating the surviving feudal influences in the ideological 
and political fields, because we underestimated their importance and because we quickly 
proceeded to the socialist revolution." The problem of over-concentration of power in 
China's current political system, and other defects derived from it, such as 
bureaucracy, the patriarchal system, life tenure in leading posts, and various 
privileges, all have close links of one kind or another to feudal ideas. Therefore, 
eliminating the remnant feudal influence should be a prerequisite to political 
structural reform. If we fail to see the objective existence of the remnant influence 
of feudalism in China's political and social life and their harmfulness, refuse to 
oppose feudalism, and treat fighting feudalism as supporting capitalism, it is 
absolutely wrong. It is still impermissible to stick to the phoney socialism advocated 
by the "Gang of Four“ and to practice feudalism. However, in eliminating the remnant 
feudal influence, we must oppose treating everything as feudalism without making 
analysis and particularly cannot allow people to oppose socialism under the pretext of 
opposing feudalism. We must draw a line of demarcation between socialism and 
feudalism, between democratic essence and feudal dross in cultural legacy, and between 
the remnant influence of feudalism and some unscientific and unsound systems in our 
work resulting from our lack of experience. In eliminating the remnant feudal 
influence, the stress should be laid on seriously reforming and perfecting the system 
of party and state and on ensuring inner-party democracy and people's democracy in the 
system. 


While eliminating the remnant feudal influence, we must not neglect criticism of 
bourgeois ideas that harm others to benefit oneself and put profit-making above all and 
put forward other decadent ideas, and we must not allow ideas of bourgeois 
liberalization to spread unchecked. Comrade Deng Xiaoping pointed out: "It is 
absolutely wrong to lose faith in socialism and think that it is inferior to capitalism 
just because we have made mistakes in our practice of socialist revolution and 
construction. It is also absolutely wrong to think that in trying to eliminate remnant 
feudal influences we may spread capitalist ideology." Of course, we must adopt a 
scientific attitude toward capitalist and bourgeois ideology and must critically make 
use of and draw lessons from rational and progressive factors in them. We should not 
treat our current reforms that are advantageous to developing production and the 
socialist cause as capitalist things and critic‘ze them. We must use such methods as 
reasoning t’ ags out and holding discussions to solve people's ideological problems and 
solve the problem of reform of the current system and the establishment of a new system 
in a practical and steady way. 


In his speech Comrade Deng Xiaoping also emphatically pointed out: "The purpose of 
reforming the system of party and state leadership is precisely to maintain and further 
strengthen party leadership and discipline, and not to weaken or relax them." "The 
point is that the party must provide good leadership; only through constant improvement 
can its leadership be strengthened." Upholding and improving party leadership is a 
basic foothold that we must always use as a base in conducting political structural 
reform. 
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The CPC is the leading core of China's socialist modernization, and upholding party 
leadership is the basic guarantee for victory of socialist modernization. This is a 
common conclusion drawn by the Chinese people from the fighting course of the CPC over 
the decades. The practice of Cina's new democratic revolution and socialist revolution 
and construction has proved and will continue to prove that without the CPC, it would 
be impossible to build China into a modernized socialist country with a high degree of 
civilization and democracy. Although our party made quite a few mistakes and needs to 
be much improved in party leadership, it was our party itself that corrected such 
mistakes affecting the overall situation and the "Cultural Revolution" and previous 
"leftist" mistakes and it was our party itself that put forth the problem of reforming 
the party's leadership system and improving party leadership and carries them out step 
by step. Therefore, those who believe that political structural reform should "weaken" 
party leadership because our party made mistakes and because there exists a serious 
failure to distinguish between the responsibilities of the party and those of the 
government and due to substitution of the responsibilities of the party for those of 
government in leading organs at all levels of our party and state, and those who even 
advocate copying Western multi-party systems to replace the leadership of CPC all 
totally run counter to the will of the people. Their ideas will not work. 


Comrade Deng Xiaoping particularly stressed that to uphold and strengthen party 
leadership, it is necessary to improve party leadership. Party leadership is mainly 
political, ideological, and organizational leadership. Party organizations at all 
levels are not power organs above state administrative organs which merely issue 
orders, and they cannot replace the function of state power organs at all levels and 
mass organizations. In the past, we erroneously held that party leadership means the 
party taking care of everything, so we substituted the party for the government and 
administered many things that should and could not be administered by the party. It 
not only affected state organs in exercising their function and powers, but also 
downgraded the party's leadership levels, weakened the party's self-construction, and 
ruined the party's reputation. Therefore, we must, through political structural 
reform, separate the responsibilities of the party from those of the government and 
change the situation of substituting the party for the government, so as to strengthen 
party buiilding and improve party leadership. In short, political structural reform 
can only succeed under the premise of upholding and improving party leadership. The 
improved political system after reform must correctly reflect the party's leadership 
over the state's political life. Only such a system can become a mighty force 
promoting socialist cause. 


Since the 3d Plenary Session of the 11th CPC Central Committee, urged and promoted by 
economic structural reform, China has taken some important steps in political 
structural reform. For example: the establishment of the Secretariat of the CPC 
Central Committee has strengthened the party's collective leadership; the new 
Constitution adopted in 1982 has promoted the work of separating the responsibilities 
of the party from those of the government; leading groups at all levels have been 
reorganized and middle-aged and young cadres have been selected and promoted according 
to the four requirements" on cadres; and the building of legal system has been 
strengthened. All these reforms have played an important role in developing 
inner-party democracy and people's democracy, in arousing the enthusiasm of the people 
and all sides, in ensuring smooth progress of economic reform and other reforms, and in 
promoting development of productive forces. However, it must be noted that the current 
reforms are only preliminary and that along with the overall development of economic 
structural reform and rapid development of the planned commodity economy, it will be 
difficult to correct various defects of the current political system in the fields of 
establishing organs, government functions, cadres quality, leadership systems, and 
working styles to meet the needs of economic structural reform and the objective 
situation of invigorating the domestic economy and opening up to the outside world. 
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In line with development of the situation, in recent years, Comrade Deng Xiaoping has 
again made many penetrating expositions on political structural reform. For example, 
from the needs of deepening economic structural reform, he time and again explained the 
necessity and urgency of political structural reform. He pointed out: "With every 
step forward in economic structural reform now, we will deeply feel the necessity for 
political structural reform. If we do not reform the political structure, development 
of productive forces will be impeded and the success of the four modernizations will be 
hampered." The important thing is that the political structure does not meet the 
needs of the economic structural reform. Therefore, if we do not conduct political 
structural reform, it will be impossible to ensure the achievements of, and go on 
advancing the economic structural reform. Comrade Deng Xiaoping has made many 
expositions on targets and tasks of political structural reform and the expositions 
have become more and more explicit. In a talk last November, he clearly pointed out: 
political structural reform must be conducted to serve three purposes. 1. To ensure 
that the party and state always have vitality. 2. To overcome bureaucracy and raise 
efficiency. 3. To arouse the enthusiasm of the grass roots, workers, peasants, and 
intellectuals. On the contents of political structural reform, he repeatedly proposed 
that it is necessary to separate the responsibilities of the party from those of the 
government, to delegate power, to streamline administrative organs, to raise 
efficiency, to develop inner-party democracy, to perfect socialist democracy and the 
legal system, and to reform the cadre system. All these expositions are further 
explanations and development of his basic ideology in the article "Reform of the System 
of Party and State Leadership." We must, in connection with study of these important 
expositions, deeply understand Comrade Deng Xiaoping's basic guiding ideology on 
political structural reform. 


Political structural reform involves all aspects of the superstructure, is more arduous 
and complicated than economic structural reform, and will meet various obstacles and 
disruptions. Reform is an inevitable trend and there will be no way cut without 
reform. We must rid ourselves of the trammels of such habitual forces as being 
satisfied with the existing state of affairs, fearing changes and reforms, and sticking 
to the conventions; inspire ourselves with an active and enterprising spirit; make bold 
exploration; and push forward the reform. Meanwhile, we must act prudently; conduct 
political structural reform in a planned, step by step, and orderly way under the 
leadership of the party and government; and always maintain a political situation of 
stability and unity. Comrade Deng Xiaoping's expositions on political structural 
reform have provided us with a theoretical weapon for unifying our ideas and deepening 
our ideological understanding. All comrades of the party must deeply study and 
understand a series of his guiding ideology and lay down a good foundation for properly 
conducting China's political structural reform. 


JINGJI RIBAO FOCUSES ON PROSPECTS FOR REFORMS 


HK211041 Beijing JINGJI RIBAO in Chinese 9 Jul 87 p 2 


[Special Report: Reform -- the Megatrend of Chinese-Style Socialism -- Prospects 
for China's Economic and Political Structural Reforms"] 


[Text] The Political Reform Is a Complicated Social Project and a Continuous and 
Gradual Process. Discussed Here Are the Basic Goals of the Current Political Reform 
[ subhead ] 


At the 13th Party Congress, important tasks in political reform will be put on the 
agenda. This is a great event with a bearing on the whole situation in our reform 
effort. 
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The political reform involves a very comprehensive concept and is also a complicated 
social project of a sustained and relatively difficult nature. The reform of the 
political system has mich to do with policy. Many problems call for continuous study. 
It will do no good for us to be in a rush for immediate results. The political reform 
and its basic goals we now speak of chiefly mean the reform of the party and state 
leadership system. On this, Comrade Deng Xiaoping, in 1986 and later, mentioned many 
times the matter of basic content and ideas regarding separation of party functions and 
government administration, the delegation of power, simpler administration, and 
increased efficiency. This is our guiding thought in carrying out political reform. 
The direction for our efforts in the immediate future has mainly to do with the 
following several aspects: 


1. We must change hackneyed and ossified leadership methods and concepts and change 
the leadership organ personnel composition, bringing about the modernization of 
leadership methods and concepts, thus strengthening the vitality of party and state 
leadership organs. To achieve this end, we must reform the existing cadre and 
personnel system, establishing a set of tried and true systems, including those for the 
selection and promotion and hiring and firing of cadres, rewards and punishment for 
them, their supervision, and so forth. Policy decisions must be put on a scientific 
and democratic basis, ensuring, in various ways, continuous improvement in the 
ideological level and professional quality of our ranks of cadres. 


2. We must reform the phenomena of overstaffed organs, delay in handling matters, 
superfluous personnel, buck-pass ing, and irresponsibility, ensuring by means of systems 
that bureaucratism is eliminated and organ work-efficiency is raised. 


3. We must do a good job in resolving problems of relationships between central and 
local authorities, between party and government, and between political and economic 
work departments and enterprises, ensuring their assuming their respect ive 
responsibilities, their fulfilling their respective duties, and their accelerating a 
change in government department functions, and enabling government departments to 
strengthen their role in giving macroeconomic guidance and serving lower levels in line 
with the needs of commodity production development and to fully arousing the activities 
and creativity of lower levels and the masses of people. 


In the political reform, an important goal is to build a high degree of socialist 
democracy. But it must also be noted that the building of socialist democracy will be 
a historical process calling for the persistent efforts of several generations. We 
must not only proceed with things in a well-led and systematic manner, but also, at the 
same time, strengthen the building of the legal system. Democracy is inseparable from 
the legal system. We must use the legal system to safeguard the building of socialist 
democracy. For historical reasons, in our country, we cannot, and should not, adopt 
the so-called democratic forms of Western countries. Based on reality and on China's 
actual national conditions, we should build a socialist democratic system with Chinese 
characteristics, continuously promoting the reform of the political system and the 
deepening of the reform of the economic system. 


A Closed-door Science and Technology System Has a Restraining Effect on the Tremendous 
Capacity of Science and Technology. In the Process of Modernization, Science and 
Technology Must Be Closely Combined With Economics. This Indicates That the Reform of 
the Science and Technology System Is Deepening [subhead] 


CHI 22 Jul 87 K 10 CHINA 
NATIONAL AFFAIRS 


When we had done away with “leftist bond and influence, with a renewed understanding 
of science and technology being linked to productivity, we clearly felt existing 
science and techology and the relevant system hardly capable of playing their role of a 
powerful lever in revitalizing the economy. The old science and technology system was 
at odds with social needs and economic development. It gave rise to the generally 
known defects of separation of science and technology and economics, and the role of 
scientific and technical personnel being hardly capable of being brought into play. 


People can foretell that with the deepening of the reform of the science and technology 
system, science and technology will no longer be a matter of an isolated system 
independent of economic activity. Instead, the following prospects will unfold: 


An open-door scientific research unit will no longer cling to the big rice pot, waiting 
for “public grain from the state" (operating expenses). Instead, it will shatter the 
bonds of stereotyped rules and regulations rising to the elevated status of a combined 
economic and technological operation. As such, it will become a center in developing a 
trade, acting in cooperation with an enterprise, or holding its own as an enterprise 
producing scientific and research products. 


Judging from the situation as a whole, there will be set up scientific research 
organizations in a pyramidal fashion operating from top to bottom, with a rational 
layout of organs involved in fundamental research, applied sciences-related research, 
and research on project development. Most of the research organs will be situated on 
the main battlefield of economic construction. Meanwhile, a competent force will be 
maintained to carry out fundamental research and keep track of high technology. 


New organizational systems will ensure scientific research products are channeled 
smoothly and substantially into economic construction and quickly translated into 
productivity. Meanwhile, they will allow involvement in the area of high technology 
and in electronic information technology, bioengineering, space technology, new 
materials technology, nuclear technology, superconductor technology, and so forth to 
join the advanced ranks in the world, ensuring the availability of reserve strength for 
economic development and scientific and technological development. 


The technology market, which represents a breakthrough in the reform of the science and 
technology system, will become more buoyant, thus forming a technology exchange and 
trading system with networks everywhere. In this market, scientific research results 
can be offered for sale at any time. An enterprise can also buy required scientific 
research results at any time. Tenders can be invited for technology projects. 
Technological information can be passed on more quickly. Links can also be gradually 
established with foreign technology markets. New channels for importing and absorbing 
new technology from abroad can thus be established. 


The reform of che science and technology system must also gradually go though the 
process of “rule by law," thus doing away with the stage of just applying policy and 
administrative measures to readjustment and allowing the establishment of a strict 
legal system distinguished from general and specific policies and development 
strategies. The implementation of the general guideline of “science and technology 
being oriented toward economic construction and economic construction relying on 
science and technology" is thus assured. 
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In the Economic Reform Chain, the Deepening of the Reform of Enterprises IS an 
Important Link. The Deepening of the Reform of Enterprise Calls for Favorable Interna’ 
and External Conditions. Therefore, an Important Task for a Period in the Future Is To 
Further Perfect the Mechanism for Enterprise Operation [subhead] 


At present, in deepening the refor 1 of enterprises and perfecting the mechanism for 
enterprise operation, we should pui the emphasis on solving the problem of organic 
combination of power, responsibility, and profits. This is to say that we must 
properly handle work in the following several respects: 


1. We must keep a grip on the key to the perfection of the mechanism for enterprise 
operation — the selection of appropriate forms of operation. Experience shows that an 
enterprise with a form of operation geared to its own peculiar characterictiscs, once 
the form has been chosen, can quickly demonstrate its vitality. In choosing forms of 
enterprise operation, we should take differences between areas, between trades, and 
between enterprises into full consideration, achieving the goal of proceeding from 
reality. We must allow enterprises to freely choose their own forms of operation 
within the confines of state policy stipulations. Once the form of operation is 
determined, it should be put in the form of a signed contract. If a certain form of 
operation is introduced within a relatively large scope, we must insist on first 
carrying out an experiment. At the present stage, large and medium-sized enterprises 
under the system of ownership by the whole people should explore and introduce various 
versions of the contract responsibility system for operation. 


2. We must keep a proper grip on the basis for perfecting the mechanism for enterprise 
operation -- the internal reform in an enterprise. With a form of enterprise operation 
chosen, the main link in the effort to establish and perfect the mechanism for 
enterprise operation lies in the proper handling of internal reforms linked up as parts 
of the whole in an enterprise. 1) We must realistically carry out the three rules 
laid down by the party Central Committee and the State Council on further enlivening 
enterprises owned by the whole people. We must step up the reform of the leadership 
system in enterprises, and straighten out the relations anong enterprises and factory 
directors, basic-level party organizations, and vorkers congresses. We must 
introduce, in an overall manner, the factory director responsibility system, the 
responsibility system with set goals for a factory director during his term of office, 
and the system of assessment at the end of a term of office. 2) We must establish and 
consolidate an internal economic responsibility system involving everyone from the 
factory director to each worker. 3) We must, on the basis of unified responsibility, 
make a break with the big rice pot“ in the matter of distribution, actively carrying 
out the reform of the enterprise worker wage system on a firm basis. 


3. We must create the conditions for perfecting the mechanism for enterprise operation 
— the external environment of enterprises. First, we must strive to create a 
relatively stable policy environment, ensuring the continuity of the form of operation 
selected by an enterprise. Second, we must get rid of administrative companies as 
quickly as possible, reduce state intervention in enterprise administration, and 
gradually bring about a switchover from direct management to indirect management. 
Profits realized by enterprises from production and operation must first allow, on a 
guaranteed basis, the fulfillment of the set task of tax payment. Financial 
departments at various levels should also actively help enterprises realize more 
earnings and a higher percentage of retained profits. To strengthen enterprises 
reserve strength, we must gradually realize a shift in the focus of investment. 
{paragraph continues] 
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Concerning the repayment of loans for technical transformation, we must continue 
applying a policy of preferential treatment to enterprises. Moreover, we must 
resolutely and effectively stop the practice of freely imposing assignments and 
randomly marking up he prices of the means of production. This is to create necessary 
pricing and market coudi t ions for the perfection of the mechanism for operation. 


With the Deepening of the Economic Reform, Macroeconomic Regulation and Market 
Regulation Will Enter A Relatively Mature State, Assuming an Important Role in the 
Economic Field, Giving Greater Play to the Thrust and Vitality of the Financial World 
[subhead] 


The financial system reform involes future economic life. 


Early in the morning of 17 May 1987, several thousand people formed a long line before 
the business department of the No 4 Western Branch of the Beijing Construction Bank, 
holding wads of banknotes with which to buy the bonds of the construction bank, which 
had a 3-year maturity period and an interest rate of 10.5 percent. The same day, the 
construction banks in all other parts of the country began selling 1987 construction 
bonds. In a few days, 1 billion yuan worth of bonds were sold. 


In the past few years, various kinds of bond have ceased to be new to people. Many 
people in the industrial and commercial fields, households specializing ir farming and 
the breeding trade, and individual traders have become gradually familiar with all 
kinds of business drafts, lease and trust contracts, checks involving the transfer of 
specified amounts, credit cards, and even enterprise stocks, and so forth. People have 
gradually realized the important role that money assumes on the stage of economics. 


Of the systematic work connected with the great economic reform, the financial system 
reform perhaps constitutes the most delicate and complicated part. The financial 
world, banks in particular, as a main center for the operation of social money assumes 
a particular role in using the means of value to strengthen macroeconomic management. 
Since the People's Bank of China handed over all money matters to various specialized 
banks on 17 September 1983, there has begun to take shape the pattern of using the 
means of money to regulate the whole national economy. In the coming few years, the 
People's Bank of China will continue exercising control over the supply of money and 
the total volume of loans granted by specialized banks, and make flexible readjustments 
on the basis of rational economic growth, the projected rise in commodity prices, and 
the amont of money in circulation, thus achieving currency stability and enabling the 
extent of economic growth and its composition to incline toward harmony. Looking 
further ahead, the money control system will make a gradual transition to the stage 
where the central bank will control total social money supply through the volume of 
loans to specialized banks, the interest rates on loans, and the ratio of reserve funds 
(surrendered to higher leveis) to deposits, and so forth. Thus, macroeconomic 
regulation through the use of money, regulation by market forces, and other eonomic 
levers can complement each other as a unified entity, doing away with the use of 
relatively primitive direct and adminstrative means and allowing finance to enter a 
relatively mature state of indirect and highly flexible management. There will also be 
a great increase in the vitality of various specialized banks and other financial 
organs. 


The introduction of operations run along the lines of enterprises will fundamentally 
stimulate the vitality of banks and other financial organs. We should gradually 
achieve the aim of operating on our own, being responsible for our own profits and 
losses, seeking a balance on our own, and taking our own risks. [paragraph continues] 
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As far as specialized state banks are concerned, the direction of reform calls for 
changing the monopoly position, enlarging the role of operating organs at the city 
level and letting them organize, apply, and circulate money to help meet each other's 
needs independently and freely. It can be further assumed that in line with the 
principle of separation of government administration and enterprise functions, chose 
projects that must be handled by the state are to be handled by government financial 
organs, and those that must be decided upon independently by banks must be handled by 
financial enterpriese. Meanwhile, financial enterprises should also gradually bring 
about the separation of the power of operation and ownership. 


With the market for the means of production, technology, and labor beginning to take 
shape and with the money market asserting its initial role, the money market involving 
interbank rates for loans between banks has spread to all key cities of the country. 
Note-clearing centers are also at the budding stage of development. In the days ahead, 
the business of accepting, discounting, and transferring commercial paper and bank 
drafts will also boom. Discounting and rediscounting various kinds of drafts and 
making loans on security will represent the main forms of credit. 


GUANGMING RIBAO EDITORIAL ON TWO BASIC POINTS 


HK220433 Beijing GUANGMING RIBAO In Chinese 10 Jul 87 p 1 
[Editorial: "Firmly Grasp the Two Basic Points") 


[Text! The speech made by Comrade Zhao Ziyang at the meeting of propaganda, 
theoretical, press, and party school cadres was published today. Comrade Zhao Ziyang's 
article has comprehensively expounded the line followed by our party since the 3d 
Plenary Session of the llth CPC Central Committee. The line followed by our party 
since the 3d Plenary Session of the llth CPC Central Committee is to seek truth from 
facts and build socialism with Chinese characteristics by proceeding from China's 
reality. This line has two basic points: One is to adhere to the four cardinal 
principles; the other is to adhere to the reform, opening up to the outside world, and 
invigorating the domestic economy. In his speech, Comrade Zhao Ziyang profoundly 
expounded these two basic points and the relations between them. Comrade Zhao Ziyang's 
speech is not only of great guiding significance to the press and propaganda work of 
our party but also to the overall work of our party. We should firmly grasp these two 
basic points according to the spirit of Comrade Zhao Ziyang's speech, strengthen the 
propaganda work, and accelerate the pace of building socialism with Chinese 


characteristics. 


The two basic points of the line followed by our party since the 3d Plenary Session of 
the 1lth CPC Central Committee are interrelated and interdependent. Adherence to the 
four cardinal principles is our basic principle, while the reform, opening up to the 
outside world, and invigorating the domestic economy comprise our general policy on 
building the socialist modernizations. Without adhering to the four cardinal 
principles, it would be impossible for us to carry out the reform, opening up to the 
outside world and, invigorating the domestic economy; likewise, without carrying out 
the reform, opening up to the outside world, and invigorating the domestic economy, it 
would also be impossible for us to firmly adhere to the four cardinal principles. 
Adherence to the four cardinal principles and the implementation of the reform, opening 
up to the outside world, and invigorating the domestic economy conform with, 
complement, and permeate each other, and are a whole. Therefore, in both the 
propaganda work and the practical work, we should not ignore or deviate from either of 
the two basic points. 
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And we should always lay equal stress on both of the two basic points, enable the two 
basic points to promote each other, and prevent the two basic points from belittling or 
negating each other. This is our basic guiding ideology. However, because the 
specific situations, tasks, and targets vary from time to time, in laying equal stress 
on the two basic points in the propaganda work, does not mean to always put the same 
quantity of stress on the two basic points. At present, while deepening the struggle 
against bourgeois liberalization, we should strengthen the propaganda on reform, make 
ideological preparations, and prepare public opinion for the holding of the 13th Party 
Congress. However, the propaganda on one basic point should not belittle the 
propaganda on the other basic point, but should promote che propaganda on the other 
basic point. We must make great efforts to enable these two basic points to permeate 
each other and organically combine with each other. While carrying out the propaganda 
on adherence to the four cardinal principles, we should also carry out the spirit of 
the reform, opening up to the outside world, and invigorating the domestic economy, and 
explain to the people the new and rich contents of building socialism with Chinese 
characteristics, so as to enable the people to more clearly understand the refora. 
While carrying out the propaganda on the reform, openi:,, up to the outside world, and 
invigorating the domestic economy, we should lay stress on idherence to the four 
cardinal principles and explain to the people that our reform is the self-perfecticn 
and self-development of the socialist system under the guidance of Marxism, and under 
the leadership of the CPC, so os to enable the people to understand the importance of 
adhering to the four cardinal principles. Moreover, we should also uphold the view 
that the two basic points are an organic unity to clarify and correct some confused and 
erroneous views among our comrades, who set adherence to the four cardinal principles 
against the reform and opening up to the outside world. We must enable all our 
comrades to understand: Without adhering to the four cardinal principles, we will 
certainly lapse into the quagmire of bourgeois liberalization; and, without adhering to 
the reform, opening up to the outside world, and invigorating the domestic economy, we 
will actually encourage bourgeois liberalization. This i: because if we did not carry 
out the reform, the development of the productive forces would be hampered, the 
development of the superiority of socialism would be restricted, socialism would lose 
its attraction, and bourgeois liberalization would prevail. Therefore, the unity of 
these two basic points forms the complete contents of the line followed by our party 
since the 3d Plenary Session of the llth CPC Central Committee, is socialism with 
Chinese characteristics, and is scientific socialism with vitality, flesh, and blood, 
which is still in practice. 


The propaganda, education, theory, press, literature, art, and some other departments 
should shoulder heavy responsibilities in adhering to the four cardinal principles, 
furthering the positive education on opposing bourgeois liberalization, and 
strengthening the propaganda and theoretical studies on the reform. These departments 
are the departments where most of the intellectuals work. So long as the intellectuals 
continuously strengthen their understanding of the basic theory of Marxism, absorb and 
study all the ancient and modern, Chinese and foreign, ideological and cu).tural 
achievements which are beneficial to our country, carry out more investigations and 
researches, and practically make efforts to understand the realistic situation in 
China, the intellectuals will certainly accomplish their historical mission. We 
believe that the intellectuals of our country will certainly live up to the 
expectations of the party and the people, and will certainly be able to bring into full 
play their wisdom and talent, and make their own contributions to building socialism 
with Chinese characteristics. In order to better develop the enthusiasm and 
creativeness of the intellectuals, the propaganda, education, theory, press, 
literature, art, and some other departments should practically carry out the reform so 
as to enable their leadership structure, propaganda contents, and propaganda form to 
meet the demands of socialist material and spiritual production, as well as the demands 
of building the socialist material and spiritual civilizations. [paragraph continues] 
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This means that the work of these departments must confcrm with the demands of the two 
basic points: Adhering to the four cardinal princihles und carrying out the reform, 
opening up o the outside world, and itwigorat ing the domestic econouwy. And these 
departments must also strengthen their um internal vitality. Our GUANGMING RIBAO is 
willing to join the broad masses of the intellectuals t. adhere to the four cardinal 
principles, do a good job in publicizing the reform, Carry out further theoretical 
studies on the reform. and make more contributions to the building of socialism with 
Chinese characteristics. 


HUA GUOFENG, HU YAOBANC TO ATTEND CS CONGRESS 


HK220423 Hong Kong HONGKONC sTANDARD in English 22 Jul 87 p 1 
[By Chan Wai-fong 2c China desk] 


[Text] Ousted Communist Party leaders Hu Yoabang and Hua Guofeng will attend the 
party's National Congress in October, according to informed source: in Beijing. 


They are understood to have been elected as representatives for the congress, which is 
being held at different levels throughout the country. 


Though Mr Hu has lost his post as party general secretary, he is still a party member 
and a member of the Standing Committee of the Politburo — and is widely expected to 
remain in the Poliburo although he is to quit the Standing Committee. 


Mr Hua — briefly China's leader after the death of Mao Zedong — has been in obscurity 
since he was dumped from the Politburo in 1982. 


His whereabouts have been keenly sought by journalists. 


A local newspaper, WEN WEI PO, quoting sources in Beijing, said yesterday that Mr Hua 
had been elected to the congress at a recent party meeting. 


Despite this, it is generally believed that Mr Hua‘’s political image and influence in 
current political developments have declined to a stage where it is almost impossible 
for him to make a comeback. 


Commenting on Mr Hu‘'s election, a source said: "Members of the Politburo and the 
Central Committee have to undergo the same election process (as in other departments 
and provinces) to become representatives in the National Party Congress. 


"But it is rare for them not to be elected. 


"Unless there are dramatic changes in the political stage, Mr Hu will most likely play 
a role in the upcoming party congress." 


Ironically, Mr Hua was dumped from the Central Committee -- his last hold on power — 
at the same Central Committee meeting in 1982 that saw Mr Hu confirmd as general 
secretary. 


Mr Hua, Chairman Mao's chosen successor, was ousted as paramount leader by Mr Deng in 
1981. 
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CHEN PIXIAN HOLDS MEETING OF FACTORY DIRECTORS 


0W220429 Shanghai WEN HUI BAO in Chinese 18 Jul 87 p l 
[By reporter Wu Zhenggui ] 


[Text] On the afternoon of 17 July, Chen Pixian, member of the Secretariat of the CPC 
Central Committee and vice chairman of the NPC Standing Committee, held a discussion 
meeting with a group of factory directors from various industrial enterprises, at the 
office of the Standing Committee of the Shanghai Municipal People's Congress, to listen 
to their views on revising the "Law of the People's Republic of China Concerning 
State-Owned Industrial Enterprises (Draft)." 


Attending the meeting were Hu Lijiao, chairman of the Standing Committee of the 
municipal People's Congress; and the responsible persons of the Financial and Economic 
Committee under the municipal People's Congress, the party committee for Shanghai's 
industries, the municipal Economic Commission, and the municipal Federation of Trade 
Unions. 


In the course of listening to their views, Vice Chairman Chen Pixian held discussions 
with everyone present. He pointed out: The draft law concerning industrial 
enterprises will be revised in line with actual conditions to ensure enterprises have 
ample decisionmaking power, fill them with vitality, and do a still better job in 
developing social productive forces. 


YANG DEZHI WRITES TITLE OF MONOGRAPH ON GENERALS 


$K220336 Jinan Shandong Provincial Service in Mandarin 2200 GMT 21 Jul 87 


[Text] The monograph QILU JIANGJUN ZHUAN [“Biographies of Shandong Generals"], a 
collection of brief biographies of 83 generals of Shandong origin, which has been 
compiled and published by the Shandong People's Printing House, will soon be 
published. This monograph represents a generous gift of the Shandong people dedicated 
to Army Day, when they celebrate the 60th anniversary of the founding of the PLA. 
Chief of Staff Yang Dezhi wrote the title of the book in his own handwriting, and Chi 
Haotian, political commissar of the Jilin Military Region, wrote the preface. Among 
these 83 generals, 22 have died. They were the outstanding representatives of Shandong 
people who joined the Army, supported the front, and heorically killed the enemy during 
the war years. Among them were veteran Red Army soldiers who participated in the 
25,000-1i Long March, veteran Eighth Route Army soldiers who took part in the 8-year 
anti-Japanese war, and revolutionaries with ideals and integrity who left the old army 
and crossed over to our side. During the long period of their life-and-death military 
life, they fought in the north and the south and made great contributions to the 
liberation of the people. During the period of socialist construction, they once again 
worked their hearts out without saying a word to make the PLA a revolutionary, modern, 
and regular army. 


PLA TO MODERNIZE GROUP ARMY FIGHTING CAPACITY 


0W220251 Beijing XINHUA in English 0148 GMT 22 Jul 87 


[Text] Beijing, July 22 (XINHUA) -- The streamlining of the Chinese People's 
Liberation Army (PLA) aims at enhancing the fighting capacity of the armed services, 
said a ranking military officer from the No. 38 Group Army today. 
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He said his group army, which used to consist mainly of infantry, has developed into a 
combination of all arms including mechanized and motorized infantry, tanks, artillery, 
antichemical warfare troops, signal units, engineer corps, air divisions and radar 
units. 


Group armies are now capable of conducting anti-tank warfare as they are armed with new 
anti-tank missiles and rockets, as well as electronic offensive devices. 


The engineer troops are armed with up-to-date mining and flailing equipment. They can 
also use special tanks to bridge rivers. 


About one third of the officers at and above the platoon level are graduates of 
institutes of higher learning and many have been trained at the University of National 
Defence, military academies, the Armored Corps Institute and the School of Artillery. 


"Our officers are capable of applying the latest strategic techniques, he said. 


LU DONG STRESSES REVIEWING ENTERPRISE LOSSES 


0W202208 Beijing XINHUA Domestic Service in Chinese 0635 GMT 20 Jul 87 
[By reporter Xu Yaozhong] 


[Text] Beijing, 20 Jul (XINHUA) — When the responsible person of the Jiangxi Economic 
Commission was giving a briefing on this year's work of turning losses into profits at 
a national forum to exchange experience in increasing production and reducing 
expenditure, Lu Dong, minister of the State Economic Commission, said: I trust you 
will better perform in reversing the loss after attending this meeting. Throughout the 
3-day meeting, Comrade Lu Dong repeatedly stressed the importance of the reversing work 
to responsible persons of various economics commissions and called on them to do this 
work well. 


Why did the minister of the State Economic Commission go to the trouble of repeatedly 
asking responsible comrades of various economics commissions to do good work in 
reversing losses? Information obtained from the department in charge of monitoring 
economic returns under the State Economic Commission shows that industrial enterprises 
operating under the state budget lost a total of 2.56 billion yuan in the first half of 
the year. The amount of loss declined, but it was still a 23.9 percent increase 
compared with the same period last year. There were 7,050 enterprises which lost money 
in the first half of the year, constituting 18.1 percent of all industrial enterprises 
operating under the state budget. The amount of money lost by these enterprises was 
also greater than during the same period last year. The amount of money lost by those 
enterprises that lost money in Tianjing, Gansu, Liaoning, Ningxia, Zhejiang, and Fujian 
increased at a rate ranging from 32.6 to 61.2 percent compared with the same period 
last year. The situation is far more serious in such industrialized cities as Xian, 
which suffered a 3.92 times greater loss in the first half of this year than the same 
period last year. 


Comrade Lu Dong told the comrades at the meeting that we cannot let the great extent 
and high amount of loss go unchecked. Enterprises should be the generators of taxes 
and profits for the state. Not only are these enterprises unable to produce profits 
for the state, they are practically living off the state's subsidies. The state will 
not bear the burden. 
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Lu Dong conferred with directors of various economic commissions on tackling the 
problem of money-losing enterprises. A comrade proposed appropriately raising the 
prices of certain industrial goods, since enterprise loss is connected to rising raw 
materials prices. After hearing the proposal, Lu Dong immediately pointed out: We 
should never adopt this as a way out. Enterprises should not entertain this thought. 
They should rely on themselves, thinking up ways to reduce expenditures and costs and 
to upgrade quality. He told the meeting participants that he had recently been to many 
places and had seen serious cases of waste in enterprises. What struck him most was 
that upon entering a plant he often saw rolls of steel lying everywhere or leaking 
water or oozing oil. These are all usable materials. They are gold“ to enterprises. 
If enterprises tighten a little bit more their management and know-how to recycle 
waste, they will surely reduce losses. 


After hearing many comrades' proposals on reversing losses, Lu Dong rose and spoke: 
May I offer my suggestions? First, enterprises should set up a _  loss-reversal 
responsibility system, linking the wages of workers and performance of enterprises to 
how they have reduced losses and t, the extent of losses they have helped to cut. 
Second, we should introduce the competition mechanism into the 1loss-reversal 
contractual responsibility system. We should invite bids to contract loss-reversal. 
If you are unable to reverse losses, then let those who can become plant directors and 
managers. Many comrades at the meeting thought well of Lu Dong's proposals and said 
they would give them a try. 


When talking about some enterprises which are not serious about their business, 
operating without drive, and managed loosely and perfunctorily, Lu Dong said: We 
should put a stop to this. We should pull ourselves together, get into action, 
strictly manage the plant, and work diligently. 


Comrade Lu Dong's repeated emphasis on the loss-reversal work has impressed and moved 
responsible persons from various economics commissions. Some believe that turning 
losses into profits and ensuring increased financial revenue for the state are the 
responsibility of enterprises. Others say that unsatisfactory results in the past 
loss-reversal work had been due to the fact that people merely paid lip service to it 
or wrote it into documents without putting it into action. Many comrades at the 
meeting went into action. Making use of the meeting recess, they conferred and 
exchanged views with one another on ways to reverse losses. They said they would not 
fail the trust Minister Lu Dong had placed in them. 


STATE COUNCIL DISCUSSES CAPITAL CONSTRUCTION 


0W202220 Beijing XINHUA Domestic Service in Chinese 1036 GMT 20 Jul 87 
[By reporter Ge Daxing] 


[Excerpts] Beijing, 20 Jul (XINHUA) -- The State Planning Commission held a meeting of 
responsible persons of State Council departments concerned today to make plans for 
capital construction projects throughout the country during the second half of this 
year. The meeting urged all localities and departments to further tap the potential in 
construction of projects through the "double increase and double economy" campaign, and 
to resolutely implement the principle of “three guarantees and three restrictions" in 
project construction. 
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In the past 6 months, the overextended scale of investment in China's capital 
construction projects was somewhat curbed, state budgeted investments were brought 
under control, the investment structure was gradually improved, the construction of key 
projects was accelerated, and the construction of projects scheduled to go into 
operation proceeded normally. However, there were great disparities among the various 
localities in implementing the principle of three guarantees and three restrictions" 
in capital construction, and the launching of the "double increase and double economy" 
campaign has been uneven. Newly-begun local projects and investments not verified by 
state plans have yet to be curtailed. Investments in many projects that should have 
been curtailed have not been reduced. So far, only 20 percent of the bonds issued this 
year for the contruction of key state projects and power projects have been sold. The 
bonds for some key enterprises have just begun to be issued, thus creating difficulties 
for obtaining the funds for the construction of key projects during the second half of 
this year. Furthermore, some localities have shifted the responsibility for bond 
purchases to production enterprises, which hampers the implementation of the contracted 
operation of enterprises and the efforts to improve economic results. [passage omitted] 


Gan Zhijian, vice minister in charge of the State Planning Commission, said: During 
the second half of this year, the emphasis of capital construction throughout the 
country are: 


-- Continue to resolutely and unswervingly implement the policy of "three guarantees 
and three restrictions" in project construction, and effectively control self-raised 
invent ent funds. [passage omitted] 


— Stop up the reexamination of designs and tap internal potential. [passage omitted] 


All localities should take the initiative to buy bonds and to obtain investment funds 
for the construction of key projects. [passage omitted] 


Meanwhile, it is necessary to speed up the implementation of the bidding and contract 
system for capital construction projects; to integrate reform and construction with 
technical progress; and to constantly improve the quality of projects and increase 
investment returns. [passage omitted] 


CHI 22 Jul 87 REGIONAL AFFAIRS Pl 
CENTRAL-SOUTH REGION 


GUANGDONG'S LIN RUO ON STUDENT IDEOLOGICAL WORK 


HK210633 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 18 Jul 87 


[Excerpt] Provincial party committee Secretary Lin Ruo yesterday demanded that tertiary 
education institutes in Guangdong tangibly step up ideological and political work for 
students. Speaking at the provincial conference on ideological and political work for 
students of these institutes, which concluded yesterday, Lin Ruo said that in the 
previous period certain schools paid attention only to imparting cultural knowledge to 
the students and relaxed education in ideals and morality. In particular, they relaxed 
education in certain basic theories, and in outlook on the world and on life. As a 
result, certain students were unable to draw clear distinctions in major issues of 
right and wrong. Now, after consideration, everyone is attaching importance to this 
issue, and action is being taken. [passage omitted] 


HAINAN'S YAO WENXU AT ANTIDROUGHT MEETING 


HK211042 Haikou Hainan Island Service in Mandarin 1000 GMT 19 Jul 87 


[Excerpt] The Hainan Regional CPC Committee and People's Government held a telephone 
conference on the evening of 17 July, calling on party committees and government at all 
levels to attach great importance to grain production and take effective steps to 
overcome the drought and reap a bumper late rice harvest. Wei Zefang, deputy secretary 
of the regional party committee, presided at the meeting. Secretary Yao Wenzu and 
Standing Committee member Hong Shaohong spoke. [passage omitted] 
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JILIN SECRETARY MEETS ADVANCED FINANCIAL WORKERS 


§K220415 Changchun Jilin Provincial Service in Mandarin 2100 GMT 21 Jul 87 


[Excerpt] on the afternoon of 21 July, leading comrades of the provincial party 
committee, Advisory Commission, People's Congress, government, and CPPCC Committee, 
including Gao Di, Zhang Shiying, Liu Cikai, Gao Wen, and Luo Yuejia, met with the five 
delegates who had returned from the national meeting of representatives of model 
workers and advanced collectives of financial and tax departments at the provincial 
guesthouse. This national meeting was held in Beijing from 14 to 16 July. [passage 
omitted] 


LIAONING SECRETARY ATTENDS SUPPORT-ARMY MEETING 


Sk1 90519 Shenyang Liaoning Provincial Service in Mandarin 2100 GMT 18 Jul 87 


[Excerpts] The provincial meeting of representatives of advanced workers in supporting 
the Army and giving preferential treatment to families of servicemen was held in 
Shenyang on 18 July. [passage omitted] 


Leading comrades of the provincial party committee, the provincial Discipline 
Inspection Commission, the provincial People's Congress, the provincial government, and 
the provincial CPPCC Committee, including Quan Shuren, Li Changchun, Wang Julu, Zhang 
Tiejun, Zhu Jiazhen, and Xu Shaofu attended the meeting to extend congratulations to 
representatives of advanced units and individuals. Liu Jingsong, commander of the 
Shenyang Military Region; Liu Zhenhua, political commissar; and Song Keda, political 
commissar, also attended the meeting. 


LIAONING CONGRESS STANDING COMMITTEE MEETING OPENS 


SK220518 Shenyang Liaoning Provincial Service in Mandarin 2100 GMT 21 Jul 87 


[Excerpt] The 27th Standing Committee Meeting of the 6th provincial People's Congress 
opened on 21 July. The plenary session, which was held on the morning of 21 July, was 
presided over by Wang Guangzhong, vice chairman of the provincial People's Congress 
Standing Committee. [passage omitted] 


END OF 
FICHE 
DATE FILMED 


17 


— 


